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JEFF HATCH-MILLER, Chairman 
WILLIAM A. MUNDELL Arizona Corporation Commis 

DOCKETED MARC SPITZER 200b MAR 29 P 3: 43 
MIKE GLEASON 
KRISTIN K. MAYES 

BEFORE THE ARIZONA CORPORATION COMMISSION 

ARIZONA WATER COMPANY, an Arizona 
corporation, 

Complainant, 

vs . 

GLOBAL WATER RESOURCES, LLC, a 
foreign limited liability company; GLOBAL 
WATER RESOURCES, INC., a Delaware 
corporation; GLOBAL WATER 
MANAGEMENT, LLC, a foreign limited 
liability company; SANTA CRUZ WATER 
COMPANY, LLC, an Arizona limited liability 
corporation; PAL0 VERDE UTILITIES 
COMPANY, LLC, an Arizona limited liability 
corporation; GLOBAL WATER - SANTA 
CRUZ WATER COMPANY, an Arizona 
corporation; GLOBAL WATER - PAL0 
VERDE UTILITIES COMPANY, an Arizona 
corporation; JOHN AND JANE DOES 1-20; 
ABC ENTITIES I - XX, 

Respondents. 

W-0 1445A-06-0200 
DOC S W-20445A-06-0200 

W-20446A-06-0200 
W-03576A-06-0200 

S W-03575A-06-0200 
FORMAL COMPLAINT 

Pursuant to A.R.S. $0 40-246, 40-249 and A.A.C. R14-3-106(L), Complainant 

Arizona Water Company, an Arizona corporation, hereby files this formal complaint against 

Respondents Global Water Resources, LLC (“GWR LLC”), a foreign limited liability 

company, Global Water Resources, Inc. (“GWR Inc.”), a Delaware corporation, Global 
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Water Management, LLC (“GWM”), a foreign limited liability company, Santa Cruz Water 

Company, LLC (“SC WC”), an Arizona limited liability company, Palo Verde Utilities 

Company, LLC (“PVUC”), an Arizona limited liability company, Arizona Global Water- 

Santa Cruz Water Company (“GW-SCWC”), an Arizona corporation, and Global Water- 

Palo Verde Utilities Company (“GW-PVUC”), an Arizona corporation (these interlocking 

entities will be collectively referred to in this Formal Complaint as the “Global Entities”). 

The Doe and ABC Respondents are parties and entities whose identities have not yet been 

established, and when they become known, this Formal Complaint will be seasonably 

amended. Arizona Water Company requests that the Arizona Corporation Commission (the 

“Commission”) establish a procedural schedule, including a hearing, on this Formal 

Complaint and thereafter promptly issue an order to show cause why the relief requested set 

forth below should not be granted. 

Arizona Water Company alleges as follows: 

INTRODUCTION 

1. GWR LLC, a Delaware andor Arizona limited liability company,” is illegally 

and improperly acting as a public service corporation in Arizona in disregard and violation 

of Article 15 of the Arizona Constitution, A.R.S. $0 40-202 and 40-281, A.A.C. R14-2-402 

and the regulatory authority of the Commission. 

2. GWR Inc., a Delaware corporation, is illegally and improperly acting as a 

public service corporation in Arizona in disregard and violation of Article 15 of the Arizona 

Constitution, A.R.S. $5 40-202 and 40-281, A.A.C. R14-2-402 and the regulatory authority 

of the Commission. 

3. GWM, a Delaware and/or Arizona limited liability company,2’ is illegally and 

improperly acting as a public service corporation in Arizona in disregard and violation of 

*’ The Commission website lists GWR LLC as a Delaware limited liability company; 
however, in various Commission filings, GWR LLC has misrepresented itself as an 
Arizona limited liability company. 

The Commission website lists GWM as a Delaware limited liability company. 
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Article 15 of the Arizona Constitution, A.R.S. $5  40-202 and 40-281, A.A.C. R14-2-402 

and the regulatory authority of the Commission. 

4. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have 

illegally and improperly entered into agreements and demanded and received various fees 

and charges from landowners and prospective utility customers in Arizona without approval 

from and outside of the regulatory authority and oversight of the Commission, in violation 

of Article 15, Section 3 of the Arizona Constitution, A.R.S. $ 40-202 and the Commission’s 

regulations, and against the public interests of the citizens of Arizona. 

5. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and P W C ,  have 

illegally and improperly solicited landowners and prospective utility customers within 

Arizona Water Company’s Certificates of Convenience and Necessity (“CCNs”) in violation 

of A.R.S. 9 40-281 and Arizona law. 

6. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have 

illegally and improperly solicited landowners and prospective utility customers within areas 

contiguous to Arizona Water Company’s existing water utility systems, and are thereby 

interfering or are about to interfere with Arizona Water Company’s operation of its lines, 

plant and systems already constructed and planned for the provision of public water utility 

service to areas in and surrounding Arizona Water Company’s CCNs in violation of A.R.S. 

0 40-281(B). 

7. Arizona Water Company requests, among other relief, that the Commission, at 

the earliest possible time, enter an order requiring GWR LLC, GWR Inc. and GWM to show 

cause why they should not be ordered to submit to the jurisdiction and regulation of this 

Commission and cease and desist from the unlawfid activity and schemes described in this 

Forrnal Complaint. 
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8. Arizona Water Company further requests that the Commission issue orders 

prohibiting GWR LLC, GWR Inc. and GWM, alone or through their subsidiaries, affiliates, 

related entities and agents, including new entities GW-SCW and GW-PVU defined below, 

from demanding and charging illegal and improper fees from landowners and prospective 

utility customers and from soliciting landowners and prospective utility customers located 

within and contiguous to Arizona Water Company’s CCN and its plant, property, lines and 

systems. 

PARTIES AND JURISDICTION 

9. Arizona Water Company is an Arizona public service corporation as defined 

under Article 15, Section 2 of the Arizona Constitution and as such is regulated by the 

Commission. 

10. Arizona Water Company was granted various CCNs by the Commission to 

provide public water utility service in portions of Pinal County, including the Casa Grande 

and Stanfield areas, and has provided service to these areas for more than 50 years. 

11. GWR LLC, GWR Inc. and GWM, through their subsidiaries and regulated 

entities, illegally conduct business as public service corporations in Arizona outside of and 

in disregard and violation of the regulatory authority of the Commission. Upon information 

and belief, the address of GWR LLC, GWR Inc. and GWM is 22601 North 19th Avenue, 

Suite 210, Phoenix, AZ 85027. 

12. Upon information and belief, SCWC is a wholly owned subsidiary of GWR 

Inc., which in turn is wholly owned by GWR LLC. SCWC is an Arizona limited liability 

company conducting business as a public service water utility corporation. Upon 

information and belief, the address of SCWC is 22601 North 19* Avenue, Suite 210, 

Phoenix, AZ 85027. 

13. Upon information and belief, PVUC is a wholly owned subsidiary of GWR 

Inc., which in turn is wholly owned by GWR LLC. P W C  is an Arizona limited liability 

company conducting business as a public service wastewater utility corporation. Upon 
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information and belief, the address of PVUC is 22601 North 19& Avenue, Suite 210, 

Phoenix, AZ 85027. 

14. Global Water-Santa Cruz Water Company (“GW-SCW’) is a recently-formed 

Arizona corporation which is wholly owned by an entity called “Global Water Inc.,” a 

Delaware c~rporation.~ The listed address of GW-SCW is 22601 North 19* Avenue, Suite 

210, Phoenix, AZ 85027, the same address as the other Global Entities. 

15. Global Water-Palo Verde Utilities Company (“GW-PVU”) is a recently- 

formed Arizona corporation which is also recited to be wholly owned by the same inactive 

entity, “Global Water Inc.”, whose corporate status is “forfeited” and is not qualified to do 

business in Arizona. The listed address of GW-PVU is 22601 North 19* Avenue, Suite 

210, Phoenix, AZ 85027, the same address as the other Global Entities. 

16. Jurisdiction and venue are proper before the Commission pursuant to A.R.S. 

$5 40-246 et seq. and A.A.C. R14-3-106(L). 

ALLEGATIONS COMMON TO ALL COUNTS 

17. Arizona Water Company is a public service corporation in good standing and 

is properly authorized by the Commission to provide water utility service. It is regulated by 

3’ The December 7, 2005 Articles of Incorporation of GW-SCW filed with the 
Commission recite that “Global Water Inc.,” a Delaware corporation, owns all 
common stock of GW-SCW; however, the Delaware Division of Corporations shows 
Global Water Inc. as “Inactive” and its status as “Forfeited” as of “1 0-06-200 1 .” The 
same is true of GW-PVU. Global Water Inc. is not qualified to do business in 
Arizona, according to the Commission’s website. To add to the confbsion about the 
true nature of these Global Entities and as evidence of the cavalier treatment of the 
corporate forms by the Global principals, in a March 9, 2006 Application seeking a 
broad range of relief to shuffle CCNs and other assets among and between its 
parents, affiliates and subsidiaries, SCWC and PVUC represented to this 
Commission that GW-SCW and GW-PVU “are 100% owned by Global Water 
Resources, Inc.”, not “Global Water Inc.” 3/9/06 Application filed by SCWC 
and P W C  in Docket Nos. SW-20445A-06-0 155, W-20446A-06-0155, SW-03575A- 
06-0155 and W-03576A-06-0155 at p. 3,ll. 18-19. 
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the Commission, which sets its rates, oversees its charges, approves its terms and conditions 

of water service and otherwise exercises regulatory oversight over Arizona Water 

Company’s public utility services. 

18. Arizona Water Company is a long-established Arizona public service water 

utility corporation engaged in the business of providing water service to approximately 

80,000 customers throughout the State, including some 19,000 customers in the Casa 

Grande and Stanfield areas. 

19. Statewide, Arizona Water Company operates 22 water systems in eight 

different counties pursuant to numerous CCNs issued by the Commission at various times 

over the past fifty-plus years. 

20. Arizona Water Company has been engaged in the water utility business for 

over fifty years, produces over 80 million gallons of water per day, and has more than $261 

million in gross utility plant. 

2 1 .  In Pinal County alone, Arizona Water Company operates water utility systems 

pursuant to Commission-issued CCNs in Casa Grande, Stanfield, Coolidge, Superior, 

Apache Junction, Oracle, Saddle Brooke Ranch, Gold Canyon, San Manuel and Winkelman, 

making Arizona Water Company the largest water public service corporation in Pinal 

County. 

22. GWR LLC, GWR Inc. and GWM do not have authority to operate any water 

utility themselves, but instead have unlawfully represented to the public that they can 

provide utility services or direct their subsidiaries or affiliates to provide such services. 

23. GWR LLC, GWR Inc. and GWM exert control over SCWC, which operates a 

water system elsewhere in Pinal County pursuant to CCNs issued by the Commission. 

24. GWR LLC, GWR Inc. and GWM exert similar control over PVUC, which 

operates a sewer system elsewhere in Pinal County pursuant to CCNs issued by the 

Commission. 
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25. On information and belief, GWR LLC, GWR Inc. and GWM are conceived, 

administered and operated as alter egos of SCWC, PVUC, GW-SCW and GW-PW. 

Despite the fact that these Global Water Entities operate as alter egos of public utilities 

regulated by the Commission, GWR LLC, GWR Inc. and GWM have largely avoided and 

evaded the Commission’s authority, regulation and oversight. 

26. In a February 17,2006 “Notice of Intent” filed in Docket Nos. W-03576A-06- 

0 103 and S W-03 575A-06-0 103 , SC WC and PVUC purported to provide after-the-fact 

notice to the Commission of insider transfers of corporate interests within GWR ‘Yo existing 

Global officers or key management personnel.” The Commission previously had ordered 

GWR, SCWC and P W C  to file a notice in advance so that the Commission could initiate 

appropriate proceedings to determine whether such transfers were in the public interest 

pursuant to a Settlement Agreement made between the named Global Entities and Staff and 

approved by the Commission. The Commission also imposed the same requirements in a 

subsequent order to SCWC and PVUC, Decision No. 67830 (May 5, 2005). GWR LLC 

andor GWR Inc. violated the Commission’s orders and proceeded with the transfers 

without notice to the Commission or Commission approval. 

27. It is appropriate and consistent with the public interest €or the Commission to 

investigate the relationship of such entities and to pierce the corporate veil in the case of a 

web of interlocking companies like the Global Entities, where the result of such corporate 

organization is a determined and calculated effort to evade regulation and to undertake 

actions prohibited by Commission rules and regulations and Arizona law. 

28. GWR LLC has engaged in an unauthorized scheme of entering into so-called 

“Infrastructure Coordination and Finance Agreements” (“ICFAs”) with a large number of 

landowners in Pinal County, including landowners located within Arizona Water 

SCWC and PVUC filed a notice after the transfers had already taken place, citing an 
“oversight” as the excuse for violating the Commission’s orders. 

4 
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Company’s CCNs and areas contiguous to its CCNs. An example of a recorded ICFA in 

Pinal County is attached as Exhibit “1” and is incorporated by this reference. 

29. In the ICFAs, GWR LLC characterizes itself as the “Coordinator” and states 

as follows: 

A. 
services or benefits to landowners, such as: (i) developing master utilit p ans . . . ; 
(iii) providing financing for the provision of infrastructure in advance of and with no 
guarantee of customer connections. 

B. Coordinator is the owner of Santa Cruz Water Company, LLC (“SCW”) and 
Palo Verde Utilities Company, LLC (“PVU”) and provides equity for its subsidiaries 
[sic] capital improvements. 

Coordinator is engaged in the business of, among other things, 

(ii) providing construction services for water and wastewater treatment i! acilities, providing and 

Exhibit 1, Recitals. 

30. The ICFAs further recite that the landowner sought “to engage Coordinator to 

provide various services including but not limited to arranging and coordinating for the 

Landowner the provision of Utility Services by SCW and P W , ”  and would work with 

GWR LLC to include the landowner’s land in the CCNs of SCW and PVU. Id., Recitals D. 

GWR LLC also promises in the ICFAs to provide “will serve” letters from SCW and P W .  

Id. 

3 1. The ICFAs further provide that GWR will act as a utility in all but name by 

“coordinating” utility services by its wholly-owned subsidiaries: 

Coordinator shall undertake good faith efforts to facilitate, arrange and/or coordinate 
with SCW and P W ,  as necessary, to rovide Utility Services to Landowner, 

Coordinator shall make good faith efforts to cause SCW and PVU to provide water 
source] and storage as well as waste water treatment Utility Services to Landowner 

the Land. . . at locations to be designated by [GWR LLC] . . . . 

including without limitation, obtaining a1 P necessary permits and approvals . . . . 

I. or the Land. Water and wastewater lines will be constructed to the property line of 

Id., l’/ 1 .  The ICFAs also provide that GWR will “arrange and obtain” for the landowner a 

lengthy list of utility services fi-om SCWC and P W C ,  such as expanding CCN areas, 

preparing master plans, and developing water plant and well source capability. Id., 77 1-2 & 

Exhibit D. 
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32. The ICFAs require a tie-in arrangement compelling the landowners to enter 

into main extension agreements with SCWC and PVUC, to grant SCWC and PVUC various 

easements, and to eventually grant SCWC any and all water rights and wells on the affected 

properties. Id., 7 3. Such tie-in arrangements have been entered into without regard for the 

larger public interests such as the ultimate water utility customers, and in complete 

derogation of Arizona Water Company’s rights as the existing, “first in the field” utility 

provider, and in hrtherance of an unlawful scheme that is inimical to the provision of utility 

services under longstanding Commission practice and policy, and Arizona law. 

33. The ICFAs also require the landowner “or its assigns in title andor successors 

in title” to pay GWR LLC a fee of $3,300 or more per defined “equivalent dwelling unit,” 

adjusted upward over time based on the consumer price index. Id., 7 4. Such charges by 

GWR LLC stand completely unregulated by this Commission. 
- 34. The ICFAs hrther require that they shall be recorded with the Pinal County 

Recorder. Thus, the ICFAs impose an unreasonable burden on the land and bind future 

landowners, and further frustrate and interfere with the Commission’s authority to oversee 

and regulate the provision of public utility service to the ultimate customers. 

35. GWR has entered into and recorded ICFAs with numerous landowners in 

Pinal County, and, on information and belief, has executed even more that have not yet been 

recorded, including numerous ICFAs within and in the immediate vicinity of Arizona Water 

Company’s existing CCN areas. 

36. The ICFAs provide in effect that GWR LLC will act as a utility by 

“coordinating” and “facilitating” utility services by its subsidiaries, “causing” certain of its 

agents, including the Global Entities, to provide utility services, prepare master plans, build 

utility plant and extend water mains. 

37. No Arizona law or statute, and no Commission decision or order, rule or 

regulation, allows GWR LLC, GWR Inc. or GWM, which are attempting to act outside of 
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the jurisdiction, oversight or approval of the Commission, to charge, demand or collect a fee 

for “coordinating” or “facilitating” the provision of such utility services. 

38. The Commission has expressly denied requests by SCWC and PVUC to 

See Decision No. 61943 charge similar up-front fees to developers and landowners. 

(September 17, 1999), attached as Exhibit 2 and incorporated by this reference. 

39. The Global Entities are using the ICFAs to circumvent those Commission 

denials and evade the Commission’s oversight and jurisdiction by collecting fees in 

exchange for “facilitating” utility services by subsidiaries in direct violation of Commission 

orders and in violation of Article 15, Section 3 of the Arizona Constitution and A.R.S. 0 40- 

202. Upon information and belief, GWR LLC may be mischaracterizing such unregulated 

payments by landowners as “paid in capital” to its regulated entities in order to evade 

Commission policy, where such payments should be properly treated as advances or 

contributions in aid of construction for ratemaking purposes, if the utilities had been 

authorized to collect such fees, which they have not. 

40. GWR LLC has also entered into “Memoranda of Understanding” (“MOUs”) 

with various municipalities, including the City of Casa Grande. See Exhibit 3, incorporated 

by this reference. 

41. The Global Entities benignly characterize the MOUs as a beneficial “public- 

private partnership” that will “harmonize rates” and provide “innovative revenue streams” 

to the municipalities. In fact, the MOUs provide that in exchange for payments from GWR 

LLC (but purportedly passed through to its fbture customers via rates charged by SCWC 

and PVUC) as well as a flat fee for each residential home connected “to Global’s water and 

wastewater system within the jurisdictions of the City” (although Global is not a regulated 

public service corporation and has no such systems, or authority to collect such fees), the 

City of Casa Grande shall cooperate in seeking Commission “approval of SCW[C] and 

PVU[C]’s proposed expansion of the CC&N over Global’s Planning Area.” See MOU, 

paragraph 17(a). 
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42. The MOUs, which upon information and belief were never presented to the 

Commission or Staff for review or approval, promote a scheme for the payment of a bounty 

to be reimbursed by future ratepayers in order to curry financial favor with the 

1 municipalities in the Global Entities’ desired expansion area. Despite their recitals, the 

MOUs subvert the public interest and constitute a concerted scheme by the Global Entities 

to avoid compliance with Arizona law and policy and to evade Commission jurisdiction, 

authority and oversight in an area that Arizona Water Company is already ready, willing and 

able, and legally entitled, to serve. Unlike the Global Entities, Arizona Water Company 

already has a long-term relationship with Casa Grande and Pinal County and has been 

engaged in a “public-private partnership” for over fifty years, all while conducting its 

operations under Commission authority and respecting the Commission’s role in regulating 

and overseeing the provision of utility services in the public interest. 

COUNT ONE 
ILLEGALLY CONDUCTING BUSINESS AS A PUBLIC SERVICE 

CORPORATION 

43. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

44. Article 15, Section 2 of the Arizona Constitution provides that “All 

corporations other than municipal engaged in furnishing . . . water for irrigation, fire 

protection, or for other public purposes . . . or engaged in collecting, transporting, treating, 

purifling or disposing of sewage through a system, for profit . . . shall be deemed public 

service corporations.” 

45. Pursuant to Article 15, Section 3 of the Arizona Constitution and Arizona law, 

A.R.S. $$ 40-202 et seq., the Commission has exclusive authority and jurisdiction to 

regulate public service corporations in the State, prescribe just and reasonable rates and 

charges, and otherwise oversee the conduct, contracts, accounts and rules of public utilities 

in the State. 
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46. Because of their conduct, including the coordination, facilitation and provision 

of utility services by their regulated subsidiaries, GWR LLC, GWR Inc. and GWM have 

acted as public service corporations without the lawful authority to do so, and should be 

subjected to the jurisdiction, regulation and oversight of the Commission. 

47. However, by means of their manipulation of the regulated subsidiaries, and by 

purporting to act on their behalf, GWR LLC, GWR Inc. and GWM have sought to avoid and 

escape Commission regulation and oversight and to implement practices, charges and fees 

that the Commission has expressly forbidden. 

48. The conduct alleged above constitutes an egregious subversion of the Arizona 

Constitution and laws relating to public utility service corporations by the Global Entities, 

including, without limitation, Article 15 of the Arizona Constitution and A.R.S. 5 40-202. 

49. The Cornmission should order GWR LLC, GWR Inc. and GWM, and other 

Respondents to the extent discovery reveals an intention by them to use the interlocking web 

of the Global Entities in order to operate in a manner outside the jurisdiction of the 

Commission, to appear and show cause why they should not be declared to be the alter egos 

of the regulated public service utility corporations and be ordered to submit to the 

Commission’s jurisdiction, and cease and desist from these unlawful practices, charges and 

fees. 

COUNT TWO 

ILLEGAL FINANCING ARRANGEMENTS AND FEE DEMANDS 

50. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

5 1. Pursuant to Article 15, section 3 of the Arizona Constitution and Arizona law, 

including Arizona statutes codified in Title 40, Arizona Revised Statutes, the Commission 

has authority and jurisdiction to prescribe all rates and charges made by public service 

corporations within the State for the provision of utility services, and to determine whether 
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the manner and method of operation employed by any public service corporation are unjust, 

unreasonable or improper. 

52. Thus, the Commission has previously prescribed and regulated the rates 

charged by GWR LLC’s and GWR Inc.’s agents and alter egos, such as SCWC and PVUC. 

53. By means of the ICFAs, MOUs, and other actions, GWR LLC, GWR Inc. and 

GWM, and the entities they control, have sought to avoid the regulation of the Commission 

and assess charges and fees for utility services that were never approved and for the most 

part were expressly rejected by the Commission. 

54. The effect of the ICFAs is to allow GWR LLC to charge hookup fees for the 

provision of utility services which the Commission has expressly refused to allow SCWC 

and PVUC to charge, thereby unlawfully circumventing the Commission’s jurisdiction and 

authority. 

55. The effect of the MOU is to allow GWR LLC to collect fees from fbture 

customers in order to provide a financial incentive to neighboring municipalities to support 

the Global Entities’ efforts to expand their CCNs, in complete disregard for the public 

interest. 

56. Because of the misconduct described above, the Commission should order 

GWR LLC, and other Global Entities that are involved in the ICFAs or MOUs, to appear 

and show cause why the fees assessed by GWR and payments made by GWR pursuant to 

those agreements are not improper, unauthorized and therefore unlawful service fees and 

payments that must first be prescribed and regulated by the Commission, and to direct the 

manner and method of accounting for such fees and payments consistent with Commission 

policy, including but not limited to providing for a refund of such unlawfully collected fees 

and charges. 
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COUNT THREE 
ILLEGAL INFRINGEMENT ON ARIZONA WATER COMPANY’S CCN AND 

INTERFERENCE WITH ITS CUSTOMERS 

57. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

58. Pursuant to numerous Commission decisions and orders, Arizona Water 

Company operates a number of water utility systems in Pinal County, in particular the 

Stanfield and Casa Grande systems, which are identified and protected fkom invasion, 

bypass and unlawful competition under the terms and conditions of CCNs issued by the 

Commission in accordance with Arizona law. 

59. The area covered by the Stanfield CCN issued by the Commission is described 

in the legal description attached as Exhibit 4, which is incorporated by this reference. 

60. Upon information and belief, GWR LLC, GWR Inc. and the other Global 

Entities have illegally and improperly solicited water utility service customers within 

Arizona Water Company’s Stanfield and Casa Grande CCN areas. 

61. Because of their illegal and improper conduct, the Global Entities should be 

ordered to appear before this Commission and show cause why the Commission should not 

issue an injunction prohibiting them, and their officers, agents and consultants and others 

within their control, from soliciting Arizona Water Company’s customers and infringing on 

Arizona Water Company’s rights under its CCNs. 

62. Further, the Global Entities should be ordered to appear before this 

Commission and show cause why the Commission should not issue an injunction 

prohibiting them, and their officers, agents and consultants and others within their control, 

from soliciting Arizona Water Company’s future customers and prospective business 

relationships in areas contiguous to Arizona Water Company’s CCNs in Pinal County that 

are within Arizona Water Company’s master planning area and for which the public interest 

compels that Arizona Water Company be the certificated water utility. 
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WHEREFORE, Arizona Water Company requests that this Commission: 

A. Direct the appropriate Global Entities and any other Respondents as discovery 

may reveal to appear and show cause why they, by acting as the alter egos of public service 

corporations, should not themselves be declared to be acting as public service corporations 

pursuant to Article 15, Section 2 of the Arizona Constitution and be subjected to the 

jurisdiction and regulation of the Commission, and why an injunction or cease and desist 

order should not issue directing such entities and their officers, agents and consultants and 

others within their control to cease acting as public service corporations unless and until 

they subject themselves to the jurisdiction and regulation of the Commission; 

B. Direct the appropriate Global Entities and any other Respondents as discovery 

may reveal to appear and show cause why they should not be ordered to cease and desist 

imposing and collecting the charges and fees assessed under the ICFAs and MOUs, which 

constitute illegal and improper utility service charges which have not been approved by the 

Commission, and why an injunction or cease and desist order should not issue directing 

such parties and their officers, agents and consultants and others within their control to 

cease contacting landowners and prospective customers, entering into negotiations and 

assessing or paying fees and charges under such agreements that are not approved by the 

Commission; 

C. Direct the Global Entities and any other Respondents as discovery may reveal, 

and their officers, agents and consultants and others within their control, to appear and show 

cause why they should not be declared to be in violation of Arizona law for their unlawful 

actions as alleged above, and permanently enjoined from illegally and improperly soliciting 

Arizona Water Company's customers and infiinging on Arizona Water Company's CCN 

rights; 

D. Direct the Global Entities and any other Respondents as discovery may reveal, 

and their officers, agents and consultants and others within their control, to appear and show 

cause why the ICFAs should not be deemed unlawful and declared void, with all fees and 
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charges collected to be refunded forthwith to the respective landowners, with interest and 

upon other appropriate terms, and that they take steps to release and reconvey any recorded 

interests arising out of the ICFAs so as to restore clear title to the affected properties; 

E. Pursuant to A.R.S. 5 40-246(C), set the time and place for a hearing upon this 

Formal Complaint; and 

F. 

DATED t h i M d a y  of March, 2006. 

Providing for such other relief as the Commission deems just and reasonable. 

ARIZONA WATER COMPANY 

By Robert W. Geake, Esq. 
Vice President and General Counsel 
3805 N. Black Canyon Highway 
Phoenix, AZ 850 15 

and 

BRYAN CAVE LLP 

B 
Steven A. Him$ go06360 
Rodney W. Ott, #016686 
Two N. Central Avenue, Suite 2200 
Phoenix, AZ 85004-4406 
Attorneys for Arizona Water Company 
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THIS INFRASTRUCTURE NANCE AGREEMENT 
(this “&erne@*’) is atered into 
LLC, an Arizona limited liabili 
limited liability company (‘ 

A. Coordinator is usiness of, among other things, providing services 
pin8 master utility plans for services including 

tewater treatment facilities, d (iii) providing financing 

or benefits to land0 

is the owner of $anta Cruz Water Company, LLC (“SCW”) and Palo 
LLC (PVU”) and provides equity for its subsidiaries capital 

C. SCW and PVW are Arizona public service corporations. SCW and PVU have 

been issued certificates of convenience and n s a i t y  (“CC&N”) by the Arizona Corporation 
Commission (“ACC”) to provide water and waste water services (collectively the “Utility 
Services”), respectively in designated geographic areas within the State of Arizona. 
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D. Landowner is in the process of entitling certain real property, as more fully 
described on hereto (the “w) and, in connection therewith, desires (i) to engage 
Coordinator to provide various services including but not limited to arranghg and coordinating 
for the Landowner the provision of Utility Services by SCW and PVU with respect to the Land, 
and (ii) work with SCW and PVU to include the Land as part of a C 
for SCW and PVU, on the terms and conditions hereinafter set forth, 
sell the land in multiple phases to entities for future develop 
Landowner has requested water and waste water services from 

faith efforts to provide “will serve*’ letters from S 
CC&N Approval within 21 days of execution of this 

N may not be finalized 

Arizona Associalion of 
until such time as the appropriate Ari 
Department of Environmental Qu 
Governments (“CAAG”) permits a 

F. Thepartiesackn 
Coordinator to facilitate an 
reclaimed water and for the 
irrigation for the peak and off 

wner and P W  for P W  to provide 
and utilize reclaimed water for purposes of 

owledge that this Agreement is a frnancing and 
ternplated in this letter represent an approximation of 

rest and capitalized interest associated with the financing 
Landowner until such time as the rates associated from the 

areas to be served as contemplated by this agreement generate 
the on going carrying costs for this infrastructure, Nothing in this 

nsuucd as a payment of prhcipal, a contribution or advance to the 
repayment of any kind or nature in the future. 

H. The parties recognize, acknowlcdge and agree that this Agreement is contingent 
on a 30 acre wastewater treatment site located in the North East comer of Section 17 of 
Township 5 South, Range 3 East being held in trust within 120 days of the execution of this 
Agreement with specific instruction to deeded to P W  immediately following the CC&N 
approval for the provision of water reclamation facilities and infrastructure. 
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NOW, THEREFORE, for good and valuable consideration, the 
of which are hereby acknowledged, the parties hereto agree as foflows: 

1.  nations of Coord-, Upon execution of this A 
undertake good faith efforts to facilitate, arrange and /or coo 
necessary, to provide Utility Services to Landowner, including 
necessary permits and approvals from ACC, ADWR, 
SCW and P W  to include the Land. Coordinator shall 
and P W  to provide water souce and storage as well as’ was 
Landowner fbr the Land. Water and wastewater lines 
the Land and reclaimed water lines 
Land, at locations to be design 
consultation with Landowner. In 
Coordinator, Coordinator shall un 
utility agreements currently in 
the provision of natural gas, 
services. Coordinator will use its 
agreements (including agrem 
to include the Land within 
acknowledges and agrees that 
successors or assigns 

ese utility agreements may includo 
television, Internet, and intranct 

cifitate modifications to existing utility 
e providers other than with SCW and PVU) 

to prohibit Coordinator, its 
sidiaries or affiliates from investing in or owning 

not be obligated to enter into any agreements with 

’s written approval, in Landowner’s sole discretion. 

SCW and PVU to provide the services more filly described on Exhibit D hereto, subject to 
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner 
desiring the delivery of Utility Services to any portion of the Land must enter into separate Water 
Facilities Extension and Wastewater Facilities Extension Agreements (the ‘*- 
AareemenQ’’) with SCW and PVU, respectively, at the time any portion of the Land has received 
final plat approval from Pinal County and the approved plat has been recorded (‘‘M 

I 
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&govt#’). The Extension Agreements shall be in the firms attacha hereto as Exhibib E and 
F. 

of wownqg. Landowner agrees to cooperate with Coordinator as 
reasonably reque&d by Coordinator and agtets to provide all in 

Agrmmant, In addition, Landowner agrees to grant to SCW a d o r  
necessary easements and rights of way for the construction 
operation, maintenance and repair of the Utility Servi 
shall cause SCW and PVU to obtain Landowner’s prior 
easements arrd rights of way, which approval shall no 

ts and rights of way shall be of adequate s 
SCW aad PW ready and aff we&her 
other activities reasonably necess 

ation so as to allow 
nancc and repairs and 

atw and wastewater Utility 
any portion of the Land for 

andowner shall thereafter provide 
by Landowner at the time of the 

, orandfathered Irrigation Rights, Type I 
relate to the Land and which Coordinator 

as and when Landowner is no longer 
ctivities requirhq use of irrig&on water and on0 
t bas been entered into with respect to the Land, 

and transfer to SCW any and all 

rights and /or Type 11 rights 
determines, in its sole discreti 
utilizing any portion of the L 
or more Water Fadliti 
Landowner shall th 

val and dedicated to SCW in fee, h e  of all liens, claims and 
or nature‘ whatsoeveru, provided that the we11 site loattion is not 

Bed in the current or any approved preliminary plans as areas to be 
used for entrances, entry monumontation or public roadways. Any well sites not h.ansfemd to 
SCW are to be decommissioned at the Landowner’s expense. Both pmties acknowladlge that 
until effluent is available for the Land, groundwater h m  wells on the Land will be utilized. The 
Coordinator will use its reasonable efforts to obtain an Medm Use Permit with ADWR on 
behalf of the Landowner or the Landowners homeowner association to allow the use of 
groundwater until effluent is available. Specific identifiable costs associated with completing the 



Interim Use Permit will be reimbursed by Landowner to Coordinator subject to dttm 
documentation of such costs. 
Landowner’s engineering firm for the benefit of ADWR subject to 
notice. As necessary and in SCW sole discretion, Landowner will provide for the deeding of up 
to two (2) acres of land designated on Landowner’s plat w open sp 640 acres of land# frct 
and clear of all liens, claims or mcwnbrances (except as otherwise 
to SCW for the use of future water pumping, treatment and stora 
location identified on Exhibit B attached hereto, 

Such costs may include engineering pl 

PaMnat Oblieatrons . Landowner,orits 
. .  4. 

shall pay Coordinator an interest and financing fee as 
Coordinator in consideration for its services and p 
contained in the Agreement, the suilll of 
Land (the 4‘md~wner Pament.’’). 
concurrently with the execution of 

g unit (“m’) in tho 
er Payment not paid 

Department of Labor, Bureau of 
anuary 2006 being treated as the 

timed or revised during the t m  of this 

tially the same result 8s would be obtained 
revised. For example, if the Landowner Papent 
ad been paid and the most current available Index 

utilized, and modified as nec 
if the Index had not been so 
was due in February 
was 187.3 and the 

the Plat Approval shall constitute one (1) EDU and (ii) each 
or industrial property included in the Plat Approval shall constitute 

t to clause (ii) above prior to the Plat Approval, Coordinator shall 
Landowner Payment and Landowner shall make an initial payment 

based upon Coordinator’s reasonable calculation. Following each Plat Approval, Landowner 
(and any successor or assign in title to any intcmt in the Property) and Coordinator shall 
reconcile the amount paid pursuant to the preceding sentence with the actual Landowner 
Payment due and Landowner, and/or any successor or assign in title to any interest in the 
Property, as applicable, shalt gay to Coordinator or Coordinator shall pay to Landowner and/or 
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any successor or assign in title to any interest in the Property, as applicable, as the casc may be, 
the amount necessary to rcooncile such payment. 

The following describes the timing of paymemts for Zoned residential lots based on the base year 
price of $3,300 per lot. Any additional amounts due for thu CPI F 
final platted. 

Ofthis amount, $25 per EDU for dl property within the L 
of the Infrastructure Coordination Agreement. If an 

(“Zoned”), the Landowner may enter into thi 
fee until such time as such portion of the 
approves the Rezoning Application, then 
other portion of the S3,300 fee 
Agreement, 

BDU is due and any 
by the tenns of this 

is payable within fifteen 
ance with Exhibit C. The 

ivery to Landowner of a notice 
ed in accordance with Exhibit C (the 
m’’ shall notify Landowner when such 

, This $500 payment shall be contingeat on 
nt approval or the C M G  208 approval as 

the time the CC&N expansion has been approved 

r EDU is payable for all residantial EDU’s indicated on 

certifying that sewer lin 

11 true-up any discrepancy with respect to the actual number of 
residential EDUs at final plat recordation against Zoned but not platted residential 
EDUs estimated at the time of signing this Agreement. Either the Coordinator will 
pay the Landowner or the Landowner will pay the Coordinator that difference 
contemporaneous with the final payment as triggered by tho last final platted parcel(s) 
to m r d  within the Land. In the event that some portion of the Land is sold and 
transferred to an unaffiliated third party before this payment is due then the payment 
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amount will be held in an escrow until the Coordinator satisfies its obli@ion under 
the terms of this Agreement. Other than the initid $25 paymeat, no portion of the 
Landowner Payment shall be due for any portion of the Land that is not Zoned for 
single family residential use until such portion of the Land is subjected to a final site 
plan appved by Phal County. Coordinator specifically 
Landowner has no obligation to r a d  final platting und 
decision is left to Landowners’ sole discretion. 

CCgtN with nothing other than 2,100 20 
phases of 700 EDUs each: 
o $25 times 2,100 EDUs or $52,500 

coordination Agreemen 
o $500 times 2,100 E 

Coordinator issues th 
dential EDU’s in the phase 

s) or $1,942,500, plus $250 times 
e remainder of the Land, or $350,000, 

roved as is evidenced by the publication of 
the ACC whichever is the latw, 
able as and when the remaining single family lots 

ayments for commercial and industrial property based on 

EDU for all Zoned commercial or i 

$3,275 per EDU is payable when the County approves the 
“Commercial or Industrial Site Plan”, 

An example of how this would calculate for a commercial or industrial section of 
land with 30 acres in size would be as follows: 
o $25 x 30 acres x 4.8 EDU/acre or $3,600 is due upon signing of this 

Agreement; 
o $3,275 plus the CPI Factor x 30 acres 4.8 EDU/acm or $471,600 is due and 



This Agreement is made this 

betwoen PAL0 VERDE UTILITIES COMPAW, L.L. 

A. Developer desires that se to and for its real estate 

development ,located in Pami 

multi-family or commercial) lots, i 

Maricopa, A h n a  (the “Devel 

hereto as Exhibit ”A” and inco 

within Company’s Certi d Necessity (“CC&N). 

the Commission granting Company the exclusive right to 

Dcvcfopmmt necessary to extend sewer utility service to and within the Development which 

facilities shall connect to the Company’s system as generally shown on the map attached hereto 

as Exhibit “B.” Company is willing to provide sewer utility service to the Development in 





hereof may be enforced by my remedy permitted by Iaw br spec,fic performance, ,,iJmction, or 
o$her equitable remedies in addition to any other m d y  available at law or in eq& In this 
regard, in the event Landowner fails to pay any amount a% and when due (including the 
Landowner Payment), which failure is not cured within ten (10) days after notice thereof in 
accordance with the provisions of Section 6(a) above, such delinquent ts shall bear interest 
at the rate of fifteen percent (15%) per annum from the due date un 
extent such sums remain unpaid following such ten (IO) day peri 
contractual lien for such sum, together with interost thereon as 
foreclosed against only that portion of the Land o 
manner prescribed by law for the foreclosure of realty 
when portions of the Property are sold, the obligations here 

' land area sold and each fandownar shall be solely (an 
with respect to the land areas that it owns 
failure of any other owner of any portion 

&le for all sums owed 
on or liability for tho 

(b) above, &~ounts owed but not 
that the parties agree shdl re1 
Agreement i s  recurded in the Phaf 
Preliminary Notice of Co 

CT shall be a lien against the Land 

ffice along with a document entitled 

ption of the property against which the lien is claimed. 

11 take effect only upon recordation of a claim of contractual lien as 
ce of the Pinal County Recorder by Coordinator, and shall relate back 

to the date when the Preliminary Notice of Contractual Lien and exmted copy of the Agreement 
were recorded, as set forth in paragraph (c) above, Coordinator shall give written notice of any 
such lien. The Notice and Claim of Contractual Lien shall include the following: 

(i) The name of the lien claimant, 
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(ii) The name of the party or then owner of the property or interest 
against which the lien is claimed. 

A description of the proper ty  against which the lien is claimed. 

A description of the default or breach 

(iii) 

(iv) 

(v) A statement that the lien is claim 

document number of this 

The notice shall be ackn (vi) 

a bond exccutad by a fiscally sound 
rizona, or (b) an irrevocable lettcx of 

to do business in the State of Arizona 
nd or letter of credit (i) names Cootdinator as the 
Coordinator, (ii) is in the amount of one and o m  

conditionally provides that it may be drawn on by 
t entered by a oourt of competent jurisdiction in favor 

1 record a release of the lien or take such action as may be 
urmm company requested to titmish a policy of title insurance 

the lien as an exception thereto. Landowner shall post the bond or 
f same to Coordinator. All costs and expenses to obtain the bond ot 
and expenses incurred by Coordinator, shall be borne by 

corporate surety licensed to d 
credit from a reputable fin 

principal or payee and 

unless Landowner is the prevailing party in any litigation challenging the claimed lien. 

7. of CC&N m. In the event that Coordinator, ScW and 
PVU are unable to obtain all of the necessary approvals &om the ACC and ADEQ within 
eighteen (18) months of the execution of this Agreement or if such approvals are reversed or 
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ultimately invalidated on appeal, which would allow for the Land to be included in the CC&N 
expansions of SCW and PVU, then the Landowner or Coordinator at either party’s option may 
terminate this Agreement without recourse to either party. Should either party elect to terminate 
this Agreement under this condition, any h d s  (other then the Mal  $25 per EDU payment) paid 
by the Landowner to the Coordinator for purposm of progressin 
necessary infrastructure (the $500 per EDU payment described in 
rehdable at that time and would be become duu and payable 
(15) days of termination of this Agreement, Any fees collected 

Coordinator shall remove or cause to be removed any 
County and waive any lien rights it may have under this 

the prevailing party in such dispute shall 
expenses (including reasonable attorney’ 
dispute. p e  parties’ obligations 
Agreement. 

or otherwise resolving such 

is Agreement shall be governed by and 
of Arizona, notwithstanding any Arizona M 

parties consent to jurisdiction for purposes 
agree that Marimpa County, Arizona, shall be 

proper venue for any a t to this Agrement, 

in all parts of this Agrement shall in all o~ge9, be 

ved against the &afting party shall not apply in the interpretation of 
this Agreement or my amendments or any exhibits thereto. Except where specifically providtd 
to the contrary, when used in this Agrement, the term “including” shell mean without lidtation 
by reason of enumeration. All pronouns and any variations thereof shall be deemed to ref- to 
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entityfies) 
may require. 



11. countmarts . This Agreement shall be effective upon execution by all partias 
hereto and may be executed in any number of counterparts with the same effect as 

constitute one agreement. 

+ This Agrement constitutes the 
among the parties pertaining to the subject matter hamof, 
contmporancous agreements, representations, and undertakin 

executed by all parties hereto. 

e reasonably necessary 
or appropriate to evidence or to carry out 

14. Severability. Ev 

invalidity shall not affect the velidi aindcr of this Agrement. 

hibit, schedule and other appendix attached 
to this Agreement and referred 

e is directed or sent by registered or certified mail, return 
set forth on the signature page hereto. Any such 

livered, given and received for all purposes as of the date so 
onally, or three business days after the time when the same w118 

1, postage and charges prepaid, or if given by any other method, upon 
that notwithstanding the foregoing, notice of any change of addxoss shall 

be effective only upon actual receipt of such notice, 

17. Binding Effect: Partial Releaseg . This Agreement shall be binding upon and inwe 
to the benefit of the successors and assigns of the respective parties. This Agreement constitutes 
a covenant m d n g  with the land, shall be binding upon the Land for the benefit of Coordinator, 



its succtssors and assigns and any w o n  aquiring any portion of the Land, upon acquisition 
thereof, shall be deemed to have assumed the obligations of Landowner arising from this 
Agreement with respect only to that portion of the Land acquired without the necessity for the 
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STATB OF ARIZONA 1 

1 
County of MaricOpa 

WITNESS my hand and official seal. 

My Commission Expires: 

STATE OF ARIZONA 

County of Maricopa 

Notary Public in and for said State 

My Commission E x p k  
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I PESCRPTI ON OF SCW M D  P W  S-ES TO B E COORDINA TED BY C!!ord in- 

sc'w - Expand the existing CC8cN water service area to include the - 
- 
- 
- 
- Obtain a 100-year assured water supply ignation required fbr 

Prepare a master water plan with respect to the Land 
Confirm and or develop sutrtcient water plant and w 
Extend a watex distribution main line to the 
Provide will-serve letters to applicable 
plat approvals with a schedule of commi 

- Expand the existing ce area to include the Land 

ent, retention, and distribution plan 
for lake storage facilities. 

wastewater plant capacity for the Land 

e to a water storage facility within the Land 

uality Plan as necessary. 

ited final subdivision plat wastewater improvmcnt plan check and 
n with the Arizona Department of EnvirOnmental Quality for Approvals 

to Construot 
Obtain/Develop facilities extension agreement for construction of infrsstructure 
within the Land (subject to reimbursement) 

- 
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This Agreement is made this 

SANTA CRUZ WATER COMPANY, L.L.C. an 

A. Developer desircs that w 

development located in Parcel 

multifamily, or commercial) lots, i 

Maricopa, Arizona (the ”Devel 

hereto as Exhibit ”A“ and in 

within Company’s Certi Necessity (“CC&N”). 

cription for the Development is attached 

by this refwence. The Development hi locatad 

ompany the exclusive right to provide water utility service 

the terms and conditions set forth hereinafter, Developer is willing to 

construct and install facilities within the Development necessary to extend water utility service to 

and within the Development, which facilities shall connect to the Company’s system as generally 

shown on the map attached hereto as Exhibit “B.” Company is willing to provide water utility 



I 
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service to the Development in accordance with relevant law, including the r u b  and regulations 

of the Commission on the condition that Developer fully 

satisfy the conditions and requirements set forth below. 

COVENANTS AND AGREEMENTS: 

NOW, THEREFORE, in consideration of the 

agreements, and other good and valuable consideration, the receipt 

hereby acknowledged, the parties hereby agree as fo1lows.c) 

timely Perfortn fie obligations and 

truct and instaft 

fittings, service lines 

water utility service to 

water distribution mains and pipelines, valv 

and all other related facilities and impro 

each lot or building within the 

attached hereto and incorporated 

y's system at tho point shown on the 

approved plans as generally d 

nt in a manner which allows the provision of safe 

erein. Subject to the terms and conditions set forth 

Company's rights of plan review and approval and 

Developer shall be responsible for all construction activities 

and reliable water utili 

ties associated with the construction and installation of the Facilities. 

2. Gown Standardsl and R errukemew . The Facilities shall mea 

and comply with Company's standards and specifications, and all engineering plans and 

specifications for the Facilities shall be approved by Coinpany and its engineers ("Company's 
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Engineer”), prior to the commtncment of construction. Company and Company’s Engineer 

shall review the plans and spdflcations and shall provide any requirements or comments 

soon BS practicable. Developer shall require that its contractor be bound by and conform to the 

plans and specifications for tbe Facilities as finally approved by Camp construction and 

installation of the Facilities shall be in conformance with the 

Arizona Dcparbncnt of Environmental Quality (“ADEQ”), the 

governmental authority having jurisdiction thereover. 0 

during the course of 

ifications. If at any time construction as necessary to ensure con 

before the final acceptance by C 

ve or deficient construction, materials 

ay for all necessary coTFccfivc construction and/or workmanship and requi 

cilities to Company’s system unkss and until the 

unreasonably withhold or delay acceptance of the Facilities. 

4. Transfer 91 Ownership . Upon completion and approval of the as-built 

Facilities by Company and any other governmental authority whose approval is required, 
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Developer shall transfa all right, titlo and interest in the Facilities to Compmy via a bill of sale 

in a form satisfactory to Company, "hereafter, Company shall be the sole owner of the FaciIities 

and be responsible for their operation, maintenance and repair. Company's ownership and 

responsibility shall include all distribution mains and/or related 

Development up to the paint of connection to the semi= line of each 

Maintenance and repair of each senice line, which lines are not 

Developer's, the Development's or each individual 

performed by or on behalf of Developer shall be 

date of transfer of the Facilities to Comp 

Developer shall also covenant, at the ti 

liens and onynnbrances, and unl 

provide evidence h the form of 1 

s lrnd workmanship. 

es are fhc and clear of all 

s of contractors, subcontractors, 

val of the Facilities, Developer shall provide 

ngs and specifications for the Facilities and a 

veloper shall also provide an accounting of the cost of 

cilities, which amount shall be refimdable in accordame with 

Company with tbruc 

Facilities until Developer has complied with this paragraph. 

6. Essementg. Reveloper shall be responsible for obtainhg all necessary 

ghts=of-way for the construction and installation, and subscquent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 
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size, location, and configuration so as to allow Company ready access to the Pacilitim for 

maintenance and repairs and other activities necessary to provide safe and reliable w 

service. Such easements and rights-of-way shall be provided to Company by Developer at the 

same time 85 Developer transfers ownership of the Facilities pursuant 

the time of transfer, all easements and rights-of-way shall be free 

encurnbrances or other obstacles. Company shall have no 

Developer’s behalf any such easements or rights-of-way. 0 

Developer shall also reimburse Company 

and costs that arc incurred by Company 

inspect@ the Facilities during co 

Company, for obtaining any nece 

“Administrative Costs”). For s me of the signing of this Agrement, the 

y of Seven Thousand Five H 

($7,500). Developer s advances to Company, as may be requested by 

to reimburse Company for 

ion and be subject to refund pursuant to paragraph 8, below. 

, Company shall r e M  annually to Developer an 

amount equal to seven percent (7%) of tho gross annual revenues received by Company from the 

provision of water utility service to each bona fide customer within the Development. Such 

refunds shall be paid by Company on or before the first day of August, commencing in the fourth 



calendar year following the calendat year in which title to the Facilitia is &ansfmeed to and 

accepted by Company and continuing thereafter in each succeeding calendar year for a total of 

twenty-two (22) years. No interest shall accrue or be payablo on the amounts to be refiuldsd 

hereunder, and any unpaid balance remaining at the end of such tw 

non-refundable. In no event shall the total amount of the refunds 

exceed the total amount of all advances made by Developer here 

pvision, the total mount of Developer's advances shall@' 

oonstructing the Facilities, less the costs of any c 

provided harain, and 

f the Facilities, above, and the costs of any unreasonable overtime 

the amounts qaid by Developer to 

ubject to the condition that Developer 

fully pcrfom its obligations u11 

ordance with Company's tarif@ and schedule of 

gulations of the Commission and other regulatory 

Company shall have no obligation to accept and operata 

fails to make any payment provided in this Agreement, fails 

rates and charges for 

applicable rules and regulations of ADEQ, the Commission or any 

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the 

tenns and conditions of this Agrement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 





shall be sent to the parties as follows: 

COMPANY: 

Santa C w  Water Company, L.L.C. 
Attn: Cindy M. Lila, Vice President 
22601 N. 19' Avenue 
Suite 210 
Phoenix, Arizona 85027 

DEVELOPER 

shall bc governed by and construed in 

oper understands and acknowlcdgc~ that 

d conditions applicable to its provision of utility 

0-time by order of the Commission. Company shall 

orders that may affect Developer's rights and obligations 

accordance with the laws of the 

Company's rates and ch 

service, may be mo 

, Time is and shall be of the essence of this 

14. Indemnifi cation: Risk of Jlogq . Developer shall indemnify and hold 

Company harmless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise 

I 



I relating to Develop& fsilute to comply with any of the terms and conditions contained herein,, 

including (without limitation) Company’s refusal to serve any unit within the Development based 

on Developer‘s hilure to pay all amounts required hereunder in a timely manner. Developer’s 

duty to indemnify Company shall extend to all construction activities 

its contractors, subcontractors, agents, and employees hereunder. 

15. fhccebsors . ThisApcmmt 

the parties provided that the assignee a p e s  in writing t& 

the assignor‘s duties and obligations hereunder. This 

assigns of tbe parties. 

mediation, arbitration or litigation. 

This Agreement SupersedGs all prior 

agreements, contracts, 

written of oral. 

. The prevailing party in any litigation or othex 

nable attorneys’ fees, 

. Company represents and warrants to Developer 

that Company has the right, power and authority to enter into and filly pdom this Agmment, 

Developer represents and warrants to Company that Developer has the right, power and authority 

to enter into and fully perform this Agreement. 













COVENANTS AND AGREEMENTS: 

NOW, THEREFORE, in consideration of the following cove and 

agreements, and other good and valuable consideration, the receipt and sufficiency of which are 

hereby acknowledged, the parties hereby agree as follows: 

20. Construction of F@litiq. Developer 

sewage collection mains, manholes, pumping stations an 

improvements necessary to provide sewer utility servi 

acilities shall conned 

g e n d y  depicted on the to the Company’s system at the point sh 

map attached hereto as Exhibit ’ 

Development in a manner which allo 

each lot therein, Subject to 

limitation, Company% rights of 

d reliable sewer utility service to 

Developer shall be li 

tallation of the Facilities. 

y’s standards and specifications, and all engineering plans and 

ities shall be approved by Company and its engheeis (“Company’s 

Engineer”) prior to the commencement of construction. Company and Company’s Engineer 

shall review the plans and specifications and shall provide any requiremen@ or comments as 

soon as practicable. Developer shall require that its contractor be bound by and conform to the 



plans and specifications for the Facilities as finally approved by Company. The construction and 

installation of the Facilities shall be in conformance with the applicable regulations of the 

Arizona Department of Environmentd Quality ("ADEQ"), ?he Commission, and any other 

governmental authority having jurisdiction thereover. 

22. Rieht 0 f Inswction: Corr ective Act& Com 

have Company's Endneer inspec4 and test #he Facilities at rem0 

construction as necessary to ensure conformance with p 

ilities fail to oollform 

ent construction, material8 to this Agreement, then Company may 

efforts ("Corrective Action"). 

connection of any defective 

Facilities have been cons 

withhold approval and to forbid 

ompany's system unless and until the 

plans and specifications and all applicable 

shall promptly undertake any Cornctive Action 

encies in construction, matcrials and workmanship 

The foregoing notwithstanding, Company shall not 

required to remedy su 

tance of the Facilities. 

Upon completion and approval of the wbuilt 

d any other governmental authority whose approval is required, 

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sals 

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to 

conduct a video inspection of any of the Facilities prior to final approval and acceptance to 



L I 

~ 

ensure that no breaks or similar defats exist. Thereafter, Company shall be the sole owner of 

the Facilities and be responsible for their operation, maintenanm and &. Company's 

ownership and responsibility shall include all pumping stations, manholes, collection and 

transmission mains andlor related appurtenances within the Devel 

connection of the sewer line of each customer receiving servi 

Maintenance and repair of each sewer service line, which lines are 

be Developer's, the Development's or each individual 

performad by or on behalf of Developer shall lx w 

I 

Developer shall also covenant, at the tim 

liens and encumbrances, and d e s  hasexpircd,shall - 

provide evidence in the form of li 

mechanics and materialmen have 

ea arc fiee and clear of all 

s of contractors, subcontractors, 

al of the Facilities, Developer shall provide 

ngs and specifications for the Facilities and a Company with three 

y shall have no obligation to furnish service to the Development or 

Facilities until Developer has complied with this paragraph. 

25. Pasementg. Developer shall be responsible for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 

I 



I t ,  

.C .. * *  
A 

size, location, and configuration so as to allow Company ready access to tho Facilities far 

maintenance and and other activities necessary to provide safe and reliable sewer utility 

service. Evidence of such easements and ri@ts-of-way shall be provided to Company by 

Devolopcr at the same time as Developer transfers ownership of 

paragraph 4, above. At the time of transfer, all easements and 15 

physical encroachments, encumbrances OT other obstacles. Comp 

, including legal fees 

ement, for reviewing and 

nstmcted by Developer, for 

sory activities und&aken by 

ernmental authorities (collectively the 

me of the signing of this Agreement, the 

ny of Seven Thousand Five Hundred Dollars 

al advances to Company, as may be requested by 

to reimburse Company for any additional Administrative 

aid to Company pursuant to this provision shall constitute 

and costs that are incurred by Company 

inspecting the Facilities during co 

Company, for obtaining any nece 

“Administrative Costs”). For 

Developer will pay an 

on and be subject to refund pursuant to paragraph 8, below. 

Company shall refund annually to Developer an 

amount equal to two and one-half percent (2.5%) of the gross annual revenuas received by 

Company h m  the provision of sewer utility service to each h a  fide customer within the 

Development. Such refunds shall be paid by Company on or before the fvst day of August, 



commencing in the fowth dendar year following the calendar year in which title to the 

Facilities is transfmed to and accepted by Company and continuing 

succeeding calendar year for a total of twenty-two (22) years. No interest sh8ll acme or be 

payable on the mounts to be refunded hereunder, and any unpaid bal 

of such twenty-two year period shalt be non-refundable. In no went 

refunds paid by Company hereunder oxcccd the total amount of all 

hereunder, For the purposes of this provision, the total 

qual to Developer's actual cost of constructing the F 

action as defined in paragraph 3 above, 

wamnty period, as provided herein, aud 

eveloper to Company for 

Administrative costs pursuant to p 

ubject to the condition that Develop 

ompany shall providu sewer utility service 

ordance with Company's th f f i  and schedule of 

plations of the Commission and other regulatory 

Company shall have no obligation to llccept and operate 

er fails to make any payment provided in this Agreement, fails 

ratas and charges for 

applicable rules and regulations of ADEQ, the Commission or any 

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the 

terms and conditions of this Agreement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 



Company has accepted the transfer of the Facilities, and all mounts that Developer is requird to 

pay Company hereunder have in fact been paid. Tho foregoing notwithstanding, the Company 

shall not terminate service to any customer within the Development to whom service has been 

Property established as a consequence of any subsequent b 

Developer hereunder. 

29. PiabiLitv for Income T w .  In the event i 

portion of Devcloper’s advances in aid of construction h 

Company as of the date of this Agreement or at the 

advances hereunder, Developer will advan 

resulting fhm Developer’s advance h 

to the income taxes 

paid to Company within 

any determination or notification 

promulgated by the Internal Re lar change to any statute, rule or regulation 

include documentation reasonably necessary to 

substantiate the Corn 

ent. In the event that additional funds are paid by 

ch b d s  shall also constitute sdvances in aid of construction. 

indemnify and hold Company harmless for, h m  and against any tax 

penalties assessed against Company and other costs and expenses 

incurred by Company as a consequence of late payment by Developer of amounts described 



shall be sent to the parties as fbllows: 



expenses (including attomeys' fees and other costs of litigation) arising out of or otherwise 

relating to Developer's failure to comply with any of the terms and conditions contained herein, 

including (without fimiWion) Company's refirsat to serve any unit within the Development based 

on Developer's failure to pay all amounts required hereunder in a ti 1 mer. Developer's * 
duty to indemnify Company shall extend to all construction activiti 

its contractors, subcontractors, agents, and employees hereunder. 

athe parties provided that the assignee agrees in Writing 

tams and conditions 

fit of the successors and contained herein shall be binding upon 

assigns of the parties. 

to agree that each will use good 

, This Agreement supersedes all pdor 

. The prevailing party in any litigation or other 

38. bthoritv to P erfors. Company represents and wmants to Developer 

that Company has the right, power and authority to enter into and fully perform this Agreement. 

Developer represents and warrants to Company that Developer has the right, power and authority 

I 
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COMMISSIONER 

WILLIAM A. MUNDELL 
COMMISSIONER 

N THE MATTER OF THE APPLICATION OF 
’ALO VERDE UTILITIES COMPANY FOR A 
CERTIFICATE OF CONVENIENCE AND 
VECESSITY AND FOR APPROVAL TO ISSTJE 
COMMON STOCK. 

N THE MATTER OF THE APPLICATION OF 
SANTA CRUZ WATER COMPANY FOR A 
ZERTIFICATE OF CONVENIENCE AND 
VECESSITY AND FOR APPROVAL TO ISSUE 
ZOMMON STOCK. 

DATE OF HEARING: April 28,1999 

DOCKET NO. SW-03575A-98-0327 
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DOCKET NO. W-03576A-98-0328 

DECISION NO. 6 / ‘? 3 
OPINION AND ORDER 

’LACE OF HEARING: Phoenix, Arizona 

’RESIDING OFFICER: Marc E. Stem 

VPEARANCES: FENNEMORE CRAIG, by Mr. Jay L. Shapiro, on behalf of 
Applicants, Palo Verde Utilities Company and Santa Cruz 
Water Company; and 

Mr. Peter A. Breen, Staff Attorney, Legal Division, on behalf of 
the Utilities Division of the Arizona Corporation Commission. 

BY THE COMMISSION. 

On June 22, 1998, Palo Verde Utilities Company (“PVU”) and Santa Cruz Water Company 

“SC W”)’ each filed with the Arizona Corporation Commission (“Commission”) an application for a 

Zertificate Convenience and Necessity (“Certificate”) to provide public wastewater treatment and 

ivater service, respectively, and for approval to issue common stock. 

On February 26, 1999, the Commission’s Utilities Division (“Staff) filed a Motion to 

2onsolidate (“Motion”) the above-captioned matters for purposes of hearing. 

On March 4, 1999, by Procedural Order, PW’s and SCW’s applications were consolidated 

‘or purposes of hearing. Further, Applicants were ordered to provide notice of the applications and 

I Hereinafter, P W and S C W  referred to as Applicants. 

1 
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hearing thereon. 

On April 7, 1999, Staff filed its Staff Report recommending approval of the applications ~u.,A 

the Certificates herein after a hearing? 

On April 28, 1999, a full public hearing took place before a duly authorized Hearing Officer 

of the Commission at its offices in Phoenix, Arizona. Applicants and Staff appeared with counsel. 

At the conclusion of the proceeding, the matters were taken under advisement pending submission of 

a Recommended Opinion and Order to the Commission. 
* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. On January 22, 1998, P W  and SCW filed applications for Certificates authorizing 

them to construct, operate, and maintain facilities to provide wastewater treatment and water service 

to the public in an area of approximately 1,640 acres in an unincorporated area of Pinal Cou 

Arizona which is more fully described in Exhibit A, attached hereto and incorporated by references3 

2. P W  and SCW are Arizona corporations that were incorporated by Mr. Michael 

Reinbold who is a principal in Pecan Valley Investments L.L.C. (“Pecan”), a limited liability 

company, that will be the sole owner of the stock of the two Applicants. 

Mr. Reinbold is also a principal in another corporation, RHS Properties, Inc., which 
I 
together with El Dorado Holdings, Inc. is involved in ajoint venture to develop the area described in 

~ Exhibit A as a master planned 6,000 unit subdivision known as Rancho El Dorado (“Rancho”). 

3. 

4. Rancho’s developers are also planning to develop a commercial village center and an 

18-hole championship golf course with a 25 acre lake. Several schools will also be built in the area 

sought to be certificated. 

5. Applicants are projecting customer g of 242 customers in their first year of 

7 Although Staff inadvertently neglected tD include in its recommendations in the &E Report 

The area described in Exhibit A is located near the community of Maricopa and is located minutes from 
approval of the financing applications, Staff recommended their approval at the hearing. 

Interstate 10 and Chandler, Arizona. 

3 
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3perations and adding 242 customers per year thereafter. 

3pproximately 1,210 residential customers by the fifth year of operations. 

Applicants Project there Will be 

6. There are no other public or municipal wastewater treatment or water utilities in 01 

near the area sought to be certificated herein that can provide the required services to the area 

lescribed in Exhibit A. 

7. Rancho’s developers have secured the necessary zoning permits for construction in the 

uea described in Exhibit A. 

8. PVU and SCW have obtained their required franchises from the Pinal County Board 

If Supervisors which will permit them to construct their facilities within the public rights-of-way. 

9. The Lroposed certificated area is located within the Pinal County Active Management 

kea. Mr. Reinbold testified that there are approximately five wells located within the area described 

,n Exhibit A and that hydrology studies have revealed that SCW will have adequate water to supply 

ts customers. 

10. Although Applicants have no direct experience owning and operating public water and 

Wastewater facilities, Mr. Reinbold has previously been involved in the development of their 

mfi-astructure and has been engaged in discussions with Aqua Source, a California-based company, 

with experience in the operation of public utilities, to provide for their day to day management. 

11. Although Rancho’s development will take place in five phases, Mr. Reinbold 

envisions a million gallon reservoir being constructed for each of the first two phases of development 

Cor the water utility and 300,000 gallons per day of sewage treatment capacity for the first phase and 

450,ooO gallons per day of added sewage treatment capacity by the end of the second phase of 

development. 

12. As the joint venture partners develop Rancho, large parcels of land will be sold off to 

between five and seven rnaior home building companies that will actually build the homes within the 

development. 

13. PVU and SCW have secured the services of a certified operator approved by the 

Arizona Department of Environmental Quality (“ADEQ’) who will be responsible for operating both 

the wastewater treatment and water facilities. 

3 DECISION NO. b/yv3 
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14. Neither P W  nor SCW have secured a Certificate of Approval to Construct (“CA‘ 

iom ADEQ for either system. SCW has not secured a Certificate of Assured Water Supply 

“CAWS”) issued by the Arizona Department of Water Resources (“ADWR”) to any home builders 

tr developers that are ready to proceed with construction. 

15. While the construction plans and cost figures for both the wastewater treatment system 

nd the water utility appear to be reasonable and appropriate, there is no evidence with respect to 

vhether the proposed plant in service will be “used and useful” and such determination will have to 

le made during a future rate proceeding. 

16. The initial rates and charges for SCW’s and PW’s water and wastewater treatment 

ervices, respectively, as recommended by Staff and as proposed by 4pplicants are as follows: 

WATER RATES 

MONTHLY USAGE CHARGE: 

5/8” x Y2’ Meter 
W Meter 
1” Meter 

1 1/21) Meter 
2” Meter 
3” Meter 
4” Meter 
6’ Meter 

Gallons included in minimum 

Gallonage Charge per 1,000 Gallons 

Construction and standpipe charge 

... 

... 

. . .  

4 

Proposed Rates 
sf34 Staff 

$25.00 
25.00 
62.50 

125.00 
200.00 
400.00 
625.00 

1,250.00 

1,000 

$16.5, 
24.75 
41.25 
82.50 

132.00 
247.50 
41 2.50 
825.00 

0 

$2.60 $2.80 

$3.60 $2.80 

DECISION NO. h7/?93 
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PAYMENT n\r LIEU OF REVENUE C HARGE TO BUILDERS AND DEVELOPERS:4 

518” x %” Meter 
34” Meter 
I -- Meter 

1 %’Meter 
2” Meter 
3” Meter 
4” Meter 
6‘’ Meter 

$1,694.00 
1,694.00 
4,235.00 
8,47 1 -00 

13,553.00 
27,106.00 
42,353.00 
84,705.00 

$0 
0 
0 
0 
0 
0 
0 
0 

SERVICE LINE AND METER INSTALLAT ION CHARGES: 
(Refundable pursuant to A.A.C. R14-2-405) 

5f8” x %” Meter 
%” Meter 
1” Meter 

1 %‘Meter 
2” Meter Turbo 
2” Meter Compound 
3” Meter Turbo 
3” Meter Compound 
4” Meter Turbo 
4” Meter Compound 
6” Meter Tpbo 
6” Meter Compound 

$400.00 
440.00 
500.00 
715.00 

1,170.00 
1,700.00 
1,585.00 
2,190.00 
2,540.00 
3,2 15.00 
4,815.00 
6,270.00 

$370.00 
415.00 
480.00 
700.00 

NIA 
$1,760.00 

NIA 
$2,300.00 

N/A 
$3,325.00 

NIA 
$6,430.00 

12 

13 

14 

15 

16 
SERVICE CHARGE: 

Establishment 
Establishment (After Hours) 
Reestablishment (Within 12 Months) 
Reconnection (Delinquent) 
Meter Move at Customer Request 
After Hours ServiceCharge, per Hour 
”DLposi t 
Meter Re-Read (If Correct) 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

$25 .OO 
50.0Q 

$30.99 

$5QQQ 

$15.00 
10.00 

1.50% 
1 S O %  

$25.00 
45.08 

$25.98 

4 4  
$1 5.00 

15.00 
1.50% 
1.50% 

* 
Number of months off system times the monthly minimum per A.A.C. R14-2-403(D). 

1 The record established that Applicants are proposing 5 ariff for the impositioil Jf a Payment in Lieu of 
tevenue (“Pilor”) Charge on builders and developers as their lots are sold to buyers in order to pay operating expenses to 
ceep the customers’ wastewater treatment and water rates lower than should be charged. Additionally, funds from these 
:harges will be added to subsequent equity investments to pay for the remaining four phases of construction. 

5 DECISION NO. &/ ? f-2 
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** 
*** Cost which includes parts, labor, overhead and all applicable taxes. 

Per A.A.C. R14-2-403(B). ’ 

WASTEWATER TREATMENT RATES 

MONTHLY USAGE CHARGE: 

5/8” x X” Meter 
%” Meter 
1 ’* Meter 

1 !4” Meter 
2” Meter 
3” Meter 
4” Meter 
6” Meter 

EFFLUENT CHARGE: 

Proposed Rates 
Eyu Staff 

$33 .OO 
33.00 
82.50 

165.00 
264.00 
528.00 
825.00 

1,650.00 

$39.00 
58.50 
97.50 

195.00 
3 12.00 
585.00 
975.00 

1,950.00 

Per Acre Foot $100.00 

518” x %’ Meter 
W’ Meter 
1”Meter 

1 %” Meter 
2’’ Meter 
3” Meter 
4” Meter 
6” Meter 

$2,509.00 
2,509.00 
6,272.00 

12,544.00 
20,070.00 
40,139.00 
62,7 18.00 

125,435.00 

SERVICE CHARGE: 

Establishment $25.OQ $25.09 
Reestablishment (Within 12 Months) 
Reconnection (Delinquent) $30.00 $30.00 
After Hours Service Charge, (Per Hour) 50.99 504Q 
Deposit 
NSF Check $10.00 $10.00 
Late Payment Charge (Per month) 1 .SO% 1 SO% 
Deferred Payment (Per month) 1 .SO% 1.50% 

* 
** Number of months off system times the monthly minimum per A.A.C. R14-2-603v‘ 

Per A.A.C. R14-2-603(B), 

The record established that Applicants are proposing that the funds collected from the 17. 

I 
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Pilor charges be treated for accounting purposes as revenues, and permit Applicants to, in effect, 

build their future rate base indirectly with monies paid by the customers of the builders and 

developers instead of with investor funds or by means of refundable advances pursuant to the terms 

of main extension agreements with the builders and developers. 

18. PW’s and SCW’s Pilor charges were initially to be paid to Applicants upon the sale 

of each improved parcel or so called “super pad” to the major builders and developers. However, 

during the proceeding, Applicants indicated that it would be acceptable to them if these fees are paid 

on a per lot basis as each lot is resold by the builders to the future customers of P W  and SCW. 

19. In this case, Staff recommends that the Commission not approve the use of the 

proposed Pilor charges primarily because Applicants’ utility plants would be constructed largely with 

the contributed funds of the builders and developers and not by investor funds, debt or refundable 

main extension agreements as is normally the case. 

20. Staff further recommends that the proposed Pilor fees should be rejected by the 

Commission because they would be inequitable to PW’s and SCW’s customers because the funds 

would be collected by the homebuilders from the lot buyers and paid to Applicants to fund plant 

construction and pay operating expenses. Subsequently, as utility plant is constructed with customer 

fimds, in fbture rate cases the customers will be required to pay in rates a return on utility plant that 

their own funds have already paid for. 

21. Staff did not dispute that without the Pilor charges proposed by Applicants that PVU 

and SCW could possibly suffer a loss of approximately 1.4 million dollars af’ter five years of 

operations based on Staffs proposed rates and Applicants’ projections, 

22. P W  and SCW have five possib!c solutions to offset hypothetical losses as follows: 

first, P W  and SCW can be subsidized; second, Applicants may issue debt; third, Applicants may 

apply for rate relief in order to provide more revenues to offset projected expenses; fourth, P W  and 

SCW could utilize Commission approved refundable main extension agreements; and fifth, 

Applicants may use a mixture of all of the preceding solutions, but Applicants did not give any 

indication that they are willing b do so. 

23. Staff is also recommending that PVU and SCW include in their tariffs provisions for 

7 DECISION NO. &/ 2 4 3  
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k collection of any privilege, sales, or use tax with respect to their operations of the sewer and w 

itility systems, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-608(D)(~j, 

espectively. 

24. P W s  and SCW’s financing applications seek the Commission’s authorization for 

inancing approval for the issuance of $2,896,301 in equity for P W  and $3,657,676 in equity for 

;CW. The proceeds of these stock i4suances will be used to fund the construction of the first phase 

bf the wastewater and water plants and to establish working capital. 

25. It was then planned that monies from the Pilor fees along with additional equity 

nvestments by Applicants’ owner would then be used to help fund plant construction during the four 

emaining phases planned for the development of Rancho. 

26. According to Mr. Reinbold, if the Commission approves PW’s  and SCW’s proposed 

ates and charges along with the proposed Pilor charges for the utilities, Applicants would be willing 

o post appropriate performance bonds reflective of their expenses. 

27. Staff recommends that the Commission authorize P W  to issue up to $2,896,30 

qquity and that SCW be authorized to issue up to $3,657,676 in equity as requested In their 

ipplications for financing approval. 

28. Although Staffs revenue projections are inconsistent utilizing Staffs rates, Staff 

jelieves that Applicants will see a positive cash flow possibly by the their third year of operations. 

lowever, Staff believes that Rancho’s developers have the necessary funds to invest in Applicants 

;hould the need for subsidization arise. 

29. Staffhw recornmendcd the co*~i+;~nal approval of PW’s  and SCW’s applications for 

2ertificates as follows: 

e adopt Staffs recommended rates and charges and order that PVU and SCW 
file tariffs consistent with same without any Pilor charges; 

order that SCW file, within 365 days of the effective date of this Decision, a 
copy of the developer’s CAWS issued by ADWR for the first phase of 
development; 

order that P W  and SCW file, within 365 days of the effective date of 
Decision, copies of their CACs for their wastewater treatment and w 
facilities issued by ADEQ for the first phase of development; 

e 

0 
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order that P W  and SCW be autho6-d to issue up to $2,896,301 anc 
$3,657,676, respectively, in equity in order to fund the first phase of 
development of Rancho; 

order that the conditional certificates approved for P W  and SCW 
respectively, be null and void if Applicants fail to meet the filing requirements 
for the requisite CAWS and CACs within 365 days of the effective date of this 
Decision; 

order that the Pilor tariffs filed by P W  and SCW be denied; 

order that P W and SCW maintain their books and records in accordance with 
the NARUC Uniform System of Accounts; 

order that P W  and SCW notify the Director of the Commission’s Utilities 
Division within 30 days from the date that they first provide service to any 
customer; and 

order that P W  and SCW file for rate review within 36 months from the date 
that they provide service to their first customers. 

30. In large part under the circumstailces herein, we believe that Staffs recommendations 

with respect to the applications for Certificates and financing approvals for Applicants should be 

Ipproved. However, because of the disparities in the evidence with respect to projected revenues and 

:xpenses and because we find that the Pilor tariffs should not be approved due to their inherent 

nequities to PW’s and SCWs customers, we shall authorize those rates and charges proposed by 

ipplicants together with authorization that P W and SCW may issue up to an additional $1,214,200 

md $847,000 in equity, respectively, to offset possible shortfalls in their revenue projections needed 

o fund plant constructions costs’ if Applicants do not enter into any main extension agreements with 

builders and developers or use other more conventional means of financing, such as debt. 

3 1 e Additionally, we believe that since the record reveals these are “start up” utilities and 

hat sinc- p-:ther the Applicants nor Mr. Reinbold have any prior experience in successllly 

)perating a public utility, performance bonds in the amount of $1 18,000 for PVU and $82,000 for 

K W  should ensure that Applicants will be able to continue operations for a reasonable period 

without additional financial support, if necessary.(‘ 

These additional equity investments represent up to 2 years in projected Pilor fees for PW and SCW, 

These sums represent approximately 113 of Applicants’ projected second year operating expenses for 

6 

espcctively. 

he respective utilities less depreciation expense. 
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I 32. Lastly, because we are concerned with projected operational h d i n g  dispari" 

described by Applicants even with the utilization of their proposed rates and charges, we shall orabr 

that Applicants file for rate review not later than 24 months after they first provide service to any 

customer. 

CONCLUSIONS OF LAW 

1. Upon beginning operations, P W  and SCW will be public service corporations within 

the meaning of Article XV of the Arizona Constitution and A.R.S. 90 40-281, 40-282,40401 and 

40-302. 

2. The Commission has jurisdiction over P W and SCW and the subject matter of the 

applications. 

3. 

4. 

Notice of the applications and hearing thereon was given in accordance with the law. 

Applicants are fit and proper entities to receive Certificates authorizing them to 

construct, operate, and maintain facilities to furnish wastewater treatment and water service to the 

public in the area described in Exhibit A. 

5. The public convenience and necessity require the issuance of Certificates to 

Applicants authorizing them to provide wastewater treatment and water service to the public in the 

area sought to be certificated herein. 

6. Staffs recommendations, as set forth in Finding of Fact No. 29 should be adopted 

except as modified hereinafter. 

7. The rates and charges authorized hereinafter arejust and reasonable. 

8. 

9. 

Applicants' proposed Pilor tariffs should be denied. 

PVU and SCW should file for rate review within 24 months from the date they first 

provide wastewater treatment and water service to their first customer. 

10. PVU's and SCW's applications for f m c i n g  approval should be approved as ordered 

below. 

11. The financings approved herein are for lawful purposes within Applicants' corporate 

powers, are compatible with the public interest, with sound financial practices, and with the prc 

performance by PVU and SCW of service as public service corporations, and will not impair PVU's 

lo DECISION NO. h / P  Y; 
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and SCW's ability to perform that service. 

12. The financings approved herein are for the construction of the wastewater treatment 

and water utility systems and are reasonably necessary for those purposes and such purposes are not, 

wholly or inpart, reasonably chargeable to operating expenses or to income. 

13. Performance bonds in the amounts of $118,000 for PVU and $82,000 for SCW, are 

reasonably necessary to protect the interest of PW's  and SCW's prospective customers. 

ORDER 
IT IS THEREFORE ORDERED that the applications of Palo Verde Utilities Company and 

Santa Cruz Water Company for Certificates of Convenience and Necessity authorizing them to 

:onstruct, maintait. -.rid operate facilities in order to provide wastewater treatment and water service, 

respectively, to the public in the area more fully described in Exhibit A be, and are hereby, granted; 

provided that, within ode year of the effective date of this Decision, Santa Cruz Water Company files 

:OPY of he requisite Certificate of an 6 Water Supply and Applicants file copies of the / rtiflmks of Approval to Construct for both the wastewater treatment and water service facilities 

sxpressly contingent upon Applicants posting, / east fifteen days before they first provide service to 

for their first phase of development. 

IT IS FURTHER ORDERED that the approval of the applications of Palo Verde Utilities 

es of Convenience and Necessity shall be Company and Santa Cruz Water Company fcr Certif 

any customer, a form of performance bond in the amount of $1 18,000 dollars and $82,000, 

respectively, (cash deposit, surety bond, or similar alternative, Le., certificate of deposit) with the 

Commission to insure that Palo Verde Utilities Company and Santa Cruz Water Company shall meet 

their obligations arising under their Certificates; that in the event Applicants choose to make cash 

deposits, said amounts shall be deposited with a federally insured financial institution and bear 

interest at a commercially acceptable rate; and that the performance bonds shall be maintained until 

Palo Verde Utilities Company and Santa Cruz Water Company achieve viable operations, are sold to 

another utility company, are adjudicated not to be a public service company, or ten years have passed, 

which ever is sooner, at which time the bonds will be returned to Applicants upon their applications 

for same. 

11 DECISION NO. k'/? 'f3 
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IT IS FURTHER ORDERED that in the event that Palo Verde Utilities Company and S? 

Zruz Water Company do not timely file copies of the documentation ordered in the first ordeniig 

Iaragraph or file performance bonds or their equivalants as required by the second ordering 

Iaragraph, then the Certificates of Convenience and Necessity for the area described in Exhibit A 

;hail be deemed to be denied, without further order by the Arizona Corporation Commission. 

lT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

lompany, respectively shall file tariffs containing the following rates and charges for their 

vastewater treatment and water service: 

SANTA CRUZ WATER COMPANY RATES 

MONTHLY USAGE CHARGE: 

518” x W Meter 
Meter 

1” Meter 
1 %” Meter 

2” Meter 
3” Meter 
4” Meter 
6“ Meter 

Gallons included in minimum 

Gallonage Charge per 1,000 Gallons 

Construction and standpipe charge 

SERVICE LINE AND METER INSTALLATION CHARGES: 
(Refundable pursuant to A.A.C. R14-2-405) 

518” x W’ Meter 
G’ Meter 
1” Meter 

1 %” Meter 
2” Meter Turbo 
2” Meter Compound 
3” Meter Turbo 
3” Meter Compound 
4” Meter Turbo 
4” Meter Compound 
6” Meter Turbo 
6” Meter Compound 

$25.00 
25.00 
62.50 

125.00 
200.00 
400.00 
625.00 

1,250.00 

1,000 

$2.60 

$3.60 

$400.00 
440.00 
500.00 
715.00 

1,170.00 
1,700.00 
1,585 .OO 
2,190.00 
2,540.00 
3,215.00 
4,815.00 
6,270.00 
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SERVICE CHARGE: 

Establishment 
Establishment (After Hours) 
Reestablishmen, (Within 12 Months) 
Reconnection (Delinquent) 
Meter Move at Customer Request 
After Hours Service Charge, per Hour 
Deposit 
Meter Re-Read (If Correct) 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

DOCKETNO. SW-03575A-98-0327 ET AL. 

$25.00 
50.09 

$30.99 

$5%99 

$15.00 
10.00 

1 .so% 
1.50% 

* 
** Number of months off system times the monthly minimum per A.A.C. R14-2-403(D). 

Cost to include parts, labor, overhead and all applicable taxes. 
Per A.A.C. R14-2-403@). *** 

PALO VERDE UTILITIES COMPANY SEWER RATES 

98” x W Meter 
3/4” Meter 
1” Meter 

1 %” Meter 
2” Meter 
3” Meter 
4“ Meter 
6’ Meter - 

Per Acre Foot 

SERVICE CH ARGE: 

Establishment 
Reestablishment (Within 12 Months) 
Reconnection (Delinquent) 
After Hours Service Charge, (Per Hour) 
Deposit 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

$33.00 
33.00 
82.50 

165.00 
264.00 
528.00 
825.00 

1,650.00 

$100.00 

$25.09 

$30.00 

$10.00 
1 SO% 
1 .SO% 
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* 
** Number of months off system times the monthly minimum per A.A.C. R14-2-603(r 

Per A.A.C. R14-2-603(B). 

IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective 

for all service rendered until otherwise ordered by the Arizona Corporation Commission. 

IT IS FURTHER ORDERED that the request for approval of a Payment in Lieu of Revenue 

Zharge by Palo Verde Utilities Company and Santa Cruz Water Company be, and are hereby, denied. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Zompany shall notify the Director of the Commission’s Utilities Division within 30 days of 

xoviding service to their first customer. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Zompany shall file a schedule with their tariffs for the collections of their proportionate share of any 

xivileges, sales, or use tax, in accordance with A.A.C. RI4-2-409(D)(5) and A.A.C. R14-2- 

508( D)(5), respectively. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Wafc 

Company are hereby authorized to issue up to $4,110,501 and $4,504,676, respectively, in equity .. 

bund the h t  phase of wastewater treatment and water utility development at Rancho El Dorado. 

IT IS FURTHER ORDERED that the authorizations stated above shall be expressly 

:ontingent upon Palo Verde Utilities Company and Santa Cruz Water Company using the financing 

aroceeds for the purposes set forth in their applications. 

lT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Company shall be authorized to engage in any transactions and to execute any documents necessary 

b effectuate the transactions. 

IT IS FURTHER ORDERED that the approval of the financings set forth hereinabove does 

not constitute or imply approval or disapproval by the Commission of any particular expenditure of 

the proceeds derived there by for purposes of establishingjust and reasonable rates. 

IT IS FURTHER ORDERED that Applicants shall maintain their books and records in 

accordance with the NARUC Uniform System of Accounts. 

... 
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@ FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Jompany shall file for rate review not later than 24 months after the date they first provide service to 

ny customers. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 
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IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 
Secretary of the Arizona Corporation Commission, have 

cial seal of the 
City of Phoenix, 

)ISSENT 
VIES: bbs 
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EXHIBIT A 

LEGAL DESCRIPTION 
PAL0 VERDE UTILITIES COMPANY 

AND SANTA CRUZ WATER COMPANY 

All of Sections 13 and 14, and that portion of Section 15 lying Easterly of the Westerly Right of Way 
Line of Arizona State Route 347 (AKA: John Wayne Parkway), Township 4 South, Range 3 East, 

Gila and Salt River Base and Meridian, Pinal County, Arizona. 

Contains 1,64Oacres, more or less. 
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A 

THTS MEMORANDUM OF UNDERSTANDmG (this “MOW is enteed into as of 
betweem Global Water Resoms, UC, a 

, and the City of Casa Grande, a municipal corparatian 

RECITALS 

WHEREAS Globd is engaged in the business of pmGdhg 
reclaimed wer 

the crity; 
services bath inside and outside the jurisdi 

WHEREAS Global is the owner of S water cornpan& (us=w) and palo 
Vmde Utiiities Company* U C  (“9 (collectively “Utility Companies”) and pmvides utility 
seiviccs through these mtitics; 

WHEREAS sc =d p w  Arizona Public send= 
15, Section 2, of the Arizona ConstitUtiOa and, as such, are 

Commission (“ACC“), SCW and PW have bee0 issued CertScabS of Convenience and 
Necessity ( ’ ’CW’)  by the ACC to provide water and 
“Utility Swvicc?s”), nqx?ctivcly in d&pated geographic 

SVHEIUW the City is expdenGbg rapid growth, and in OT& to fhcilJitate and manwe 
further gtowth, the City wishes to stren&m its mlatiodp witb Global a d  its Utility 
Companies by working with them to generally improve the quality of Utili9 Sdces within the 

l 

WHlEIUEAs the City intends to hilitate and manage Mer growth in acoordanoe with ’ 

its obligatiom under the -wing Smarter legislation and GfoWhg SIXXU%~ Plus legisladon 
enacted into law by the Arizona Legislature; 



I -  

* *  

the City.is in the process of annexing certain real H, as more f i l ly  
A hercto (the “Subject Territories”) and, in comedaa  t h d t h ,  the 

Parties desire to wo& closely and cooperate with each to Oda1Y assimilatiop Of 
t h e ~  

R’HEREAS the City is supportive of G1 ’s awlidon to tilc for ’ 

expansion of its CC&N for Utility Services in 

&bowledge that the expansion of the CC&N Territories rnay not be finalis@ 

Peparmrent of Euvironmerital Quality (UADEQn) and Central ArizoDa Association of 
G o v A m t s  (“CAAG”) pennits and approvals am in place and the Parties aclmowledge that it 

General - - the 

such time as the appmpriate Arizons -- p-ww* Arizona 

will require apxxation ,<R  . snd mutual rmpprt to achieve the regulatoryspprovats; 
I‘ 1. ‘ 

together, 

WHEFCMS the Parties beiieve such a Public Private P c-w 
and efficient so 

I 
I 
I WHEREAS the Parties believe that such a Public Private P a r t n d p  will result in the 

bannanization of rates within Global’s service area, thereby mitigating c’Lu3tomer conficsion 
I 

garding* and utiliQmrvices; 

WHEREAS tho City seeks to increase its involvement in the w a t a  and wastewater 

business witbin its current municipal limits and its entire pbdng arr#; 

WHEREAS the City seeks innovative ~cvmue s- that nlaintaim the City’s long-tern 
fiscal health and d&ay cost impacts that rnay occur in areas that m outside current rndcipal 

~ 





each m, unless the Partics agm on a difkeat date. Tbt report ai includcx h u a l  
ffve31ues aad expndituns, total number of water and wastewater customers, custornm added 

this past year, number of custome anticipated to be cbnnected next year, water axid wastewater 

fGlities c0mpJttcd in prccdng year, planned projects for the next ymfs), and a copy of the 
to the ACC. Globd shall pnMde ftee of chsrge to thc City copies of any amwl 

pro~dcs to ADEQ ador ARWR 

Proposed Rate and/or Fee Adjustmeats Global shall submit pmposed rate mdor 

I 

3. 
f& adjustments to the Mapr and City Council fw reVjew and prim to subanission 
th@ ACC. Global shall allow the City thirty days for the 

public hearing at the City's next properly noticeable regdarly scheduled City Cowul m w t h g  
wdhg the proposed rate and/or fee adjustment before submission to the A m .  

( d o  

c. c,%% * 

4. &g/~icense A p m m  and FW The partics swl into an 
operating/license agreement for utility services provided within the City's o w n t  and existing 
incorporsted limits, and for utillty services provided within Global's P i e  Area (as sot fod 
on -bit A attached hereto which r&Zes to areas outside of the City's current and e x h 5 . q  

incorporated li~nits), witb the understanding that the City will endeavor in good faith to promptly 
replace the oprathflcensc agrement With a fhncbise agreement: on op b&o* W o b a  15, 
2007 ia the event that the ACC Order provided 
Pamuant to the operatingnicense agreemat, 

(the "ACC Order") by the Arizona Colpomtion 
e; or (hi Apil14,2006, a fee of 3% of Gtoss Revmes 85 

water and wrastewBter by residential and wmrraercial customm existing i-IPo=td 

limits of thc City, the Subjed TwritOris and in Global's Planning Area &dl be paid by Global 
b the City of Casa Orande, lfthe ACC order has not been entered by April 14,2006 foUoWing 
diligent effoata (which the City will in good fajtb support and take reasonable steps to cause other 

jnttmsted parties to support), then the fee of 3% as provided far above shall be reduced to 2% 
with respecb to the c o v t i v e  use of water and wastewater residential =d cdmmetcid 
customers located outside the jurisdictional limits of the Civ but within Global's Planning Area; 

howewer, if any property located outside the City's jutisdictional ljxdts becomes a part of the 

has not been entered by April 14,2 
arlier of (i) entry of a final 

provided fo 

i 



~ 

I 

Born 2% to 3% €or the htbeevcntthe 
ACC dwlincs to enter the ACC Ordcr, the Gty will then procced 
Global's cost) seeking appmval ofthe fees provided for in thirs S 

franchix in connestion t h d t h  for a tem of 2s ruya The 
on a date to be set by the City and shall owui no later than the 

ACC declhbg to enter the ACC Order or October 15,2007 

City agrees to continue to caw hchise elections to 
annual basis seeking approval of the 

shall be made on a 

and industrial and cdmm 
&om hook up f b s ,  service corndon fees, &mination f a  mcormect 
fees, NSF fees, account handling fees. or bulk 
parties acknowldge that Global will seek 

fees described within this Scction in the monthly consumptive billing of the 
provided for h this Section 5 are flow through fm to PVU 
rates CllITently set in p b  by the ACC; however, if the 

added to &e monthly consumptive biuiags of the Utility, 

Reveaues shall include basc 
aimed water sales but shall not include 

~operatislgexpensc. 

5. Financing Optionst The City of Casa G d e  and Global 
potential financjng op aobd to finme projects 

Global agree to jointly a pmject, the Parties will enter into a sel; 

project. 

6. Local Office Global shall &bin an office at its 
facilities to be located at the Palo V d e  South East Water 

a t t e d v e  location within Global's Planning Area until such 
place so as to wanant the office being in anothes location which will be 
with input fbm the City. 



I 

I -  
1 ..- 
I 

7.' Conservation Efforts The City will assist Global in p m o t h g  cdmmunity and 
school water wL1semtion programs, ~ssistsnct may include distributien of education4 
mawids and access ta making presmtations at City and school fbnotioas. 

8. RoclaimedWiiterand amation b j -  "he parties eadedgt the City's 

in the region and ths uit icd nature of reclaimed water to 
al Water business ssd regionat conservation plm Accdhgly, Olobat Water agnes to 

interm in long temr access to necl Tbepartie fhther W h M e d g e  QloW W e ' s  
leaduship in thc field of water 

able best commercial efforts to use md utilize reclaimed water im the region to 

mde!x existing and future Arizona Pep- of Envi.ronmental Qua3i 
for aU msidenial, commercial and industrial appli~atiom within GIobal's 

The City and Global will cxpbre water reclamation prajects for parks aad sob001 
'W encourage tke development of light conunetGial and industrid uses of 

reelaimed w a d '  Additiody, fot that wake which m o t  be benefiddly us 
service area, Global will either recharge for its benefit that certain volume of water or make that 

volume of water available to the City for recharge OR 8 long ternr bwis, if Glancially 
fbsiblq as determined in the sole discretGon of tbe City, the City will install dual plumbing in all 

fim City owned buildhp serviced by Global such that reclaimed wata can be used to flu& 
toilets aad serve other non-potable water demands, per Global's guidelines and State and Federal 

. ~ h c  City shall bear the cost of this infmmucm, and &dl provide simage to ammcp! thc 
of idaimed water in aIl public plaoe~ to assist With coaserVaiiaa and public 

I 

f 
i 

60 R . I 

i 

I I 
! 
I 

1 
l 

Economic De cat, The City and Global will explore possible joint efforts 
to support idustrial and comercid Citr. Global will augment the City's economic 
developmat efforts with its corporate wherever possible. The Ciw and Global will 
elplore co-ibuding of specific employment gmeTating economic development initiatives and 
participate on economic dwdopmmt c0dttMs).  

10. Land Use Planning and WataNastwater Plannb.& Global shall p n p r e  an 
mud "Plan for Growth" for the City of Casa G r d e ' s  planning area, The City staf€ shall 

1 
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I 
I 

I 

provide input and comments on changhg land use and d d t y  p 
planning effok GloW shall submit its annual "Ph for Growth" 

Council by April lst, unless the Parties agree to a diffennt datt. 

wastewater syst.em within the jurisdictions of the City, as 
the jurisdictions of tha City but within Global's Planning 
the extent a home connects to only 
The fee will assist tht city in 
including regional phdng.  The fee shall 
upon the connlcction ofa water metw to an occupied residential dwellbig by a 

12. CommunityOutreack The 
COst-ShaiV (ia-kind Servi- Such BS web 

actual funds), and disseminate a co 
will be a collaborative effort by mu 
ncw homeowners. Global will explore c0mmi-t~ to fund aad 
coflservatioo programs and o 

reclamation demonstration projwts 

' 

communjty, schoo4 aod 

13, Wgrapbic Wormation System and Iafbrmation Teohnolo 
Global shall work collabodve 
Information System (WIS"). This may include data sharing andor btepdon, 06 

GTS suweying. cost-sharing on a 

items. The City and Global shall 
Vulaesability F'reparednes~, Emergency, Operations, and Rapid F&p 
Wifeless network sharing, and 
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I 
I 22. Jurisdiction. Venue and Attorneys’ Fees and Costs. Subject to the provisions of 

this MOU, the preyailing party in any arbhatian, proceeding, lawsuit, appeal or other 

p m c c d q  braught to CntorO~ OT 0thCrwiSc hplcmcnt the fenns and ColldldoSS O f  WS MOU 

shall be entided to’an award of attorneys’ fw and costs h m  the losing PaFty. Jraisdiotion and 
venue shall be in Phial county, Arizona 

I 

I 

I 

23. MediationlArbitmtioa In tbe event that any dispute arises between the parties to 
chis MOU, the partits fht shaIl attunpt to find a neutral person, who is m u d y  acceptable to 
both parties, and who bas experitace in matters such as those provided fbt in this MOU, and 
request that puson to mediate llndden OF 
successfilly concluded within days affer the disPub the Parti- such d@ua 
&dl submit the dispute to bhdbg arbitration in amsdamc with the rules of mmmercial 
arbitration c~uI~s’’) C.C. for the ~merican Arbimtion Association ~JAA”). 3f the claim in the 

dispute involVes“‘8 non-monetary defsult or breach or docs not exceed One Hwd&d ThousanB 
Dollm (5100,600), there shall be a single arbitnitor selected by mutual agreement of the Parties, 
and in the absence of agreement, appointed accodhg to the Rules. I f a e  claim in the dispute, 
exceeds One Hundred Thousand Do- @lOO,OOO), the arbitration panel shall codst of three 
(3) arbitratom, one of whom shall be.selecttd by each party and the thini, who shall serve as 
chahaa, shall be selected by the AAA. The arbifmtor or arbitrates must be knowledgeable in 
the subject matter of the dispute. The cosfs and fees of shall be divided equally 

amcq the parties. Any decision of the arbitratar(s) shall rted by wsittcn Wings of fwt 
thc exceptiom 

outlined in the khtm Uniform Arbitration Act, ARS. 6 12-1502, judgment may 
be entered upon the same. The arbitratofls) shall control discovery in the p m c a x b g s  * andshall 
awpvd &e prevailing party its reasonable attorneys’ fees and costs. Any arbitration atiSing &om 
this MOU shall occur within Pinal Count& or at any 0th location mutually agreed to by the 

diSPUtC. Jn the CVeSLf that such lkldatia 

and conclusions of law. The decision of the arbitrator@) shall be final, subj 
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25, m. Any waiver of any provision of thls MOU shall not constitute a waiver 
of any other pmvision, wh&w or not sfilar, nor dull any waiver be a cosxh~ubg wafvcr. A 

bm=p that 
Of any of their other 

may waive any pmvision of this MOU 
waiver shall in no way exc\lse the other 

obligation$ undstbis MOU. 

26. Sectioa Headings. The sectian headings used are * '&-only 
Shd not eater into the iaterpretation hereof, 

27, Relationship of Parties. Nothing contained in this MOU bc deemed ar 
construed to create the relationship of and a8enf Or offimitd P e p -  
of joint venture or of any other associ 11 rc " , 

28, NOtiCeS. Any notices &a PWSUUlt tO this MOU shall be h writill8 and shall be 
personally delivered or deposited in the United States JIU& certified mail, prep& =turn 
receipt requested, to a party hemunder. Notice shall be ,deemed 
pasondy delivered or thm (3) day after deposit in the United st3tbs d l  to tho address set 

forth below such party's sig.rurnue. 
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